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Bankruptcy  and  Exemption  Statutes  as  Affect- 
ing Disposition  of  Life  Insurance  Proceeds. 


Paper  read  before  the  Association  of  Life  Insurance  Counsel,  December  4, 
1918,  by  George  B.  Young,  Counsel  of  the  National  Life  Insurance 
Company  of  Montpelier,  Vt. 

The  purpose  of  the  Federal  Bankruptcy  Act  was  to  make 
uniform  throughout  the  country  the  laws  relating  to  the 
administration  of  insolvent  estates,  "to  convert  the  estate  of 
the  bankrupt  into  cash  and  distribute  it  among  creditors,  and 
then  to  give  the  bankrupt  a  fresh  start  with  such  exemptions 
and  rights  as  the  statute  left  untouched."* 

So  far  as  life  insurance  proceeds  are  affected  the  purpose  to 
make  the  law  uniform  is  defeated  by  Section  6  of  the  act, 
providing : 

"This  act  shall  not  affect  the  allowance  to  bankrupts 
of  the  exemptions  which  are  prescribed  by  the  State  laws 
in  force  at  the  time  of  the  filing  of  the  petition  in  the  State 
wherein  they  have  had  their  domicile  for  the  six  months  or 
the  greater  portion  thereof  immediately  preceding  the  filing 
of  the  petition," 

thereby  engrafting  on  to  the  act  the  exemption  statutes  of  the 
various  States,^  hardly  two  of  which  are  alike  in  form  or  sub- 
stance. 

The  only  other  section  of  the  act  bearing  on  this  subject  is 
Section  70a,  which  provides: 

"The  trustee  of  the  estate  of  a  bankrupt  upon  his 
appointment  and  qualification,  and  his  successor  or  suc- 
cessors, if  he  shall  have  one  or  more,  upon  his  or  their 
appointment  and  qualification,  shall  in  turn  be  vested  by 
operation  of  law  with  the  title  of  the  bankrupt  as  of  the 
date  he  was  adjudged  a  bankrupt,  except  in  so  far  as  it  is  to 
property  which  is  exempt,  to  all  (1)  documents  relating  to. 
his  property;  ...  (3)  powers  which  he  might  have 
exercised  for  his  own  benefit,  but  not  those  which  he  might 
have  exercised  for  some  other  person;  (4)  property  trans- 
ferred by  him  in  fraud  of  his  creditors;  (5)  property  which, 
prior  to  the  filing  of  the  petition,  he  could  by  any  means 
have  transferred  or  which  might  have  been  levied  upon  and 

(1)  Burlingham  vs.  Grouse,  228  U.  S.  459,  473. 

(2)  Holden  vs.  Stratton,  198  U.  S.  202. 

1 


sold  under  judicial  process  against  him;  Provided,  that  when 
any  bankrupt  shall  have  any  insurance  policy  which  has  a  cash 
surrender  value  payable  to  himself,  his  estate,  or  personal 
representatives,  he  may  within  thirty  days  after  the  cash  sur- 
render value  has  been  ascertained  and  stated  to  the  trustee  by 
the  company  issuing  the  same  pay  or  secure  to  the  trustee  the 
sum  so  ascertained  and  stated  and  continue  to  hold,  own  and 
carry  such  policy  free  from  the  claims  of  the  creditors  par- 
ticipating in  the  distribution  of  his  estate  under  the  bankruptcy 
proceedings,  otherwise  the  policy  shall  pass  to  the  trustee  as 
assets." 

This  proviso  is  additional  legislation,  not  intended  to  have 
the  usual  and  primary  force  of  a  proviso  to  limit  generalities  and 
exclude  from  the  scope  of  the  statute  that  which  would  other- 
wise be  within  its  terms.  This  proviso  deals  with  explicitness 
with  the  subject  of  life  insurance  held  by  the  bankrupt  which 
has  a  surrender  value.  ^ 

Its  purpose  was  to  pass  to  the  trustee  that  sum  which  was 
available  to  the  bankrupt  as  a  cash  asset  at  the  time  of  filing  the 
petition,  otherwise  to  leave  to  the  insured  the  benefit  of  his  life 
insurance.  The  bankrupt  may  pay  to  the  trustee  the  amount 
of  the  cash  surrender  value  within  thirty  days  after  that  value 
has  been  ascertained  and  continue  to  hold  and  own  the  life 
insurance  policies  free  from  the  claims  of  creditors;  otherwise 
the  policies  pass  to  the  trustee  as  assets.  The  death  of  the 
bankrupt  between  the  date  of  filing  the  petition  and  the  adjudi- 
cation does  not  transfer  to  the  trustee  as  assets  of  the  bankrupt 
estate  the  proceeds  of  the  policies  above  the  cash  surrender 
value,  but  the  right  to  such  proceeds  remains  in  the  bankrupt, 
and  his  personal  representatives  may  pay  such  surrender  value 
and  hold  the  balance  the  same  as  the  bankrupt  himself  could 
have  done. 2 

If  the  policy  has  no  cash  surrender  value,  the  trustee  has  no 
right  to  it  under  any  circumstances.  If  it  is  exempt  under  the 
law  of  the  State  of  the  domicile  of  the  bankrupt,  the  trustee  has 
no  right  to  it,  and  no  payment  of  the  cash  surrender  value  is  in 
that  case  required. 

Section  70a  deals  only  with  property  which,  not  being 
exempt,  passes  to  the  trustee,  and  the  purpose  of  the  provisio 
is  to  confer  a  benefit  upon  the  insured  bankrupt  by  limiting  the 

(1)  Burlingham  vs.  Grouse,  228  U.  S.  459. 

(2)  Everett  vs.  Judson,  228  U.  S.  474. 
Andrews  vs.  Partridge,  228  U.  S.  479. 
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character  of  the  interest  in  a  non-exempt  life  insurance  policy 
which  would  pass  to  the  trustee  and  not  to  cause  such  a  policy 
when^empt,  to  become  an  asset  of  the  estate.  The  cash  sur- 
render value  referred  to  is  the  value  which  the  company  will  pay 
on  the  surrender  of  the  policy,  whether  expressly  provided  by 
the  policy  or  recognized  by  the  universal  practice  of  the  com- 
pany. ^ 

In  the  cases  thus  far  referred  to  the  court  seems  to  have  con- 
sidered that  the  proviso  of  Section  70a,  construed  in  connection 
with  Section  6,  was  the  only  portion  of  the  section  to  be  seriously 
considered  in  determining  the  rights  of  bankrupts  and  trustees 
in  life  insurance  policies,  but  in  the  more  recent  case  of  Cohen 
vs.  Samuels,  245  U.  S.  50,  the  court  seems  to  give  some  considera- 
tion to  the  other  sub-divisions  of  Section  70a,  above  quoted,  in 
arriving  at  the  holding  that  when  the  absolute  right  is  reserved 
to  the  insured  to  change  the  beneficiary  without  the  latter' s 
consent  the  insurance  is  for  the  benefit  of  the  insured  and  passes 
to  his  trustee,  although  the  court  states  that  the  same  result 
would  follow  from  the  proviso  alone. 

In  considering  this  Cohen  case  it  is  interesting  to  note  what 
some  other  courts  have  said  of  the  relative  rights  of  beneficiaries 
under  policies  which -do  and  do  not  reserve  the  right  to  the  in- 
sured to  change  beneficiaries  without  their  consent. 

The  Massachusetts  court  in  a  recent  case  said : 

"A  reserved  right  to  change  the  beneficiary  does  not 
affect  the  essential  nature  of  the  rights  of  the  beneficiary  so 
long  as  they  last.  Whatever  the  insured  does  in  way  of 
designation  of  a  beneficiary  takes  effect  forthwith.  If  this 
act  rightly  be  describable  as  a  gift,  it  is  a  present  gift,  which, 
so  far  as  concerns  him,  takes  effect  at  once  both  in  possession 
and  enjoyment  by  the  beneficiary.  There  is  no  fund  in 
which  he  has  an  ownership  which  is  the  subject  of  his  act  in 
designating  a  beneficiary.  The  insured  has  no  title  to  the 
amount  due  on  the  policy.  He  does  not  and  cannot  make 
a  gift  of  that.  So  far  as  he  can  make  a  gift,  the  only  thing 
that  he  has  to  give  is  a  right  in  a  contract. "2 

The  Circuit  Court  of  Appeals  said : 

' '  Under  such  policies  as  this  here  in  question  (where  the 
right  to  change  the  beneficiary  was  reserved  to  the  insured) 
the  interest  of  one  who  happens  to  be  the  beneficiary  at  the 
time  the  bankruptcy  of  the  assured  occurs  is  altogether 

(1)  Hiscock  vs.  Mertens,  205  U.  S.  202. 

l2)  Tyler  vs.  Freeman,  Receiver-General,  115  N.  E.  300. 
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contingent,  being  subject  to  be  extinguished  at  any  time  by 
the  assured,  the  bankrupt,  exercising  his  right  to  reaHze  on 
the  policy  or  to  continue  it  with  a  newly  designated  bene- 
ficiary, just  as  he  may  choose.  The  bankrupt's  complete 
'  dominion  over  such  a  policy  makes  it  his  and  it  passes 
with  the  rest  of  his  property  to  his  trustee,  subject,  however, 
to  the  right  conferred  on  the  bankrupt  by  the  provision  just 
mentioned."! 
In  another  case  the  Court-of  Appeals  said : 

"The  rule  is  well  settled  that  under  an  ordinary  policy 
of  life  insurance  in  which  there  is  no  reservation  of  a  right 
to  cut  off  or  modify  the  interests  of  the  beneficiary  the 
policy  and  all  money  to  become  due  under  it  belong  from 
the  time  it  issued  to  tjie  person  named  in  it  as  the  beneficiary 
and  that  the  insured  is  without  power,  whether  by  deed, 
assignment  or  will  or  by  surrender  of  the  policy  for  a  new 
one  or  by  any  other  act  of  his,  to  transfer  to  any  other 
person  the  interest  of  the  person  so  named  as  beneficiary. 
In  such  a  policy  the  beneficiary  acquires  the  moment  it  is 
issued  a  vested  right  which  cannot  be  affected  by  any  act 
of  the  insured  subsequent  to  the  execution  of  the  policy, 
except  it  be  a  breach  of  condition. 

"If,  however,  by  the  terms  of  the  policy  itself  there  is 
reserved  to  the  insured  the  right  without  the  consent  of  the 
beneficiary  to  change  the  appointee  with  the  assent  of  the 
insurer,  the  beneficiary  acquires  only  an  expectancy  and 
not  a  vested  interest  during  the  life  of  the  insured.  "2 

The  assignment  by  the  bankrupt,  while  insolvent,  to  his 
wife  without  her  assent  of  a  policy  having  a  cash  surrender 
value  and  his  subsequent  payment  of  premiums  thereon  will  not 
defeat  the  right  of  his  trustee  in  bankruptcy  to  the  cash  surrender 
value.-' 

It  has  also  been  held  that  where  the  permanent  disability 
resulting  in  death  of  the  bankrupt  after  his  adjudication  existed 
prior  to  the  filing  of  the  petition,  the  proceeds  of  an  insurance 
policy  insuring  him  against  permanent  disability  passed  to  the 
trustee.* 

The  power  to  change  a  beneficiary  is  not  property  passing 
to  the  trustee  ;5  and  the  fact  that  the  wife  secured  a  divorce 
from  the  bankrupt  subsequent  to  the  adjudication,  thereby 
giving  him  the  right  to  change  his  beneficiary,  does  not  vest 

(1)  Malone  vs.  Cohen,  236  Federal  888. 

(2)  Mutual  Benefit  Life  Ins.  Co.  vs.  Sweet,  222  Federal  Reporter  204. 

(3)  Kirkpatrick  vs.  Johnson,  28  American  Bankruptcy  Reports  291. 

(4)  In  re  Matschke,  193  Federal  294.  ' 

(5)  Saunders  vs.  Aetna  Life  Ins.  Co.,  95  S.  C.  36. 


4 


the  title  in  the  trustee,  the  right  to  change  the  beneficiary  not 
having  been  exercised.' 

It  seems  to  be  clear  from  the  United  States  Supreme  Court 
cases  referred  to  that,  if  the  right  is  reserved  to  the  insured  to 
change  the  beneficiary  in  the  policy  without  the  consent  of  the 
beneficiary,  unless  such  a  policy  is  clearly  exempt  under  the 
State  law,  the  title  to  the  cash  surrender  value  vests  in  the 
trustee,  and  unless  the  same  is  paid  to  him  as  provided  by  the 
statute  the  policy  becomes  assets  of  the  estate. 

Having  in  mind  the  holdings  of  the  United  States  Suprerfie 
Court  as  to  what  interest  passes  to  the  trustee  and  when  it 
passes,  the  effect  of  insured's  reservation  of  the  right  to  change 
beneficiaries  without  their  consent,  and  the  fact  that  under  the 
Federal  Bankruptcy  Act  the  exemption  of  life  insurance  pro- 
ceeds is  governed  by  the  law  relating  to  that  subject  in  the 
State  of  the  domicile  of  the  insured  for  the  greater  portion  of 
the  six  months  prior  to  filing  the  petition,  we  necessarily  turn 
to  these  statutes  to  determine  the  proper  disposition  of  the  cash 
surrender  value  and  other  proceeds  of  the  insurance  in  case  of 
bankruptcy.  An  examination  of  these  various  State  statutes 
shows  a  great  variety  in  the  phraseology  of  the  exemption,  the 
persons  entitled  thereto,  and  the  apparent  legal  effect  of  the 
statutes. 

There  are  a  few  States  that  seem  to  have  no  statute  relating 
to  the  subject. 

In  some  of  the  States  all  proceeds  of  life  insurance  policies 
are  exempt  from  the  liabilities  of  the  insured  and  in  some,  as  in 
California,  they  are,  subject  to  specified  limitations,  exempt 
after  payment,  from  the  debts  of  the  beneficiary.  In  other 
States  the  exemption  is  limited  to  married  women  and  their 
children  or  to  designated  beneficiaries.  In  some  the  exemption 
inures  to  the  benefit  of  the  wife  and  children,  even  if  the  policy 
is  payable  to  the  estate  of  the  insured,  as  in  Maine,  where  all 
of  the  insurance  if  payable  to  the  estate,  except  the  premiums 
paid  within  three  years,  inures  to  the  benefit  of  the  widow  and 
children  and  becomes  no  part  of  the  estate  for  the  payment  of 
debts. 

In  some  States  there  is  no  limit  on  the  amount  of  the  ex- 
emption. In  others  the  exemption  is  meastired  by  the  amount 
of  insurance  that  can  be  bought  with  a  designated  premium.  In 

(1)   In  re  Drear,  189  Federal  888. 
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others  the  exemption  is  limited  by  the  total  amount  of  the  in- 
surance. In  still  other  States  it  is  provided  that  the  premiums 
in  excess  of  a  designated  amount,  with  the  interest  thereon, 
shall  inure  to  the  benefit  of  the  creditors  of  the  insured  or  person 
paying  the  premiums,  and  in  some  having  this  provision  the 
amount  of  such  excess  premium,  if  any,  and  interest  thereon  is 
made  a  lien  on  the  proceeds  of  the  insurance.  In  other  States 
limiting  the  insurance  by  the  amount  of  premium,  as  in  New 
York,  the  insurance  proceeds  purchased  with  the  excess  pre- 
mium is  subject  to  the  claims  of  creditors.  In  one  or  two  of 
the  States  the  exemption  is  of  insurance  that  can  be  purchased 
with  a  given  annual  premium  applied  to  an  ordinary  life  policy 
in  a  standard  company.  In  one  State  where  the  exemption  is 
measured  by  the  insurance  purchased  with  a  stated  annual 
premium  the  proceeds  of  the  insurance  is  divided  between  the 
beneficiaries  and  the  creditors,  giving  to  the  creditors  such  pro- 
portion of  the  proceeds  of  the  insurance  as  the  premium  in 
excess  of  the  stipulated  amount  bears  to  the  entire  premium. 

In  several  States  there  is  a  provision  that  the  exemption 
shall  hold  even  when  the  insurance  is  held  subject  to  a  change 
of  beneficiary  on  the  part  of  the  insured,  as  in  Ohio. 

•  In  Pennsylvania  it  is  provided  that  the  proceeds  of  insurance 
and  annuity  contracts  payable  to  the  insured  shall  be  exempt 
from  the  claims  of  creditors  if  the  monthly  income  therefrom 
does  not  exceed  $100. 

Several  of  the  States  qualify  the  exemption  by  a  provision 
that,  if  the  premium  is  paid  in  fraud  of  the  rights  of  creditors, 
subject  to  the  statute  of  limitations,  the  amount  of  such  pre- 
miums with  interest  shall  inure  to  the  benefit  of  creditors  from 
the  proceeds  of  the  policy,  but  usually  provide  that  if  the  com- 
pany pays  under  the  terms  of  the  policy  before  receiving  written 
notice  from  the  creditors  of  the  claim  foi:  premiums  fraudulently 
paid,  such  payment  shall  be  a  full  discharge  of  the  company.  In 
some  of  the  States  dealing  with  this  subject  the  premiums  so 
paid  appear  to  be  made  a  lien  upon  the  insurance  proceeds,  and 
in  some  they  do  not. 

These  statutes,  classified  somewhat  generally  and  not  too 
accurately  with  relation  to  the  persons  entitled  to  the  exemp- 
tion,* show  that  11  States  grant  exemption  to  any  beneficiary, 
9  to  the  wife  or  wife  and  children,  5  to  the  wife,  children,  de- 

*A11  States  not  included  in  this  summary. 
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pendent  realtive  or  creditor,  2  to  any  beneficiary  having  an 
insurable  interest,  7  to  any  beneficiary  other  than  the  person 
effecting  the  insurance,  or  the  assured,  or  their  legal  repre- 
sentatives, 2  to  the  insured  under  endowment  contracts,  and  2 
to  others.  Some  States  make  proceeds  exempt  from  the  debts 
of  the  beneficiary.  Twenty-two  States  do  not  limit  the  amount 
of  insurance  that  shall  be  exempt.  One  State  limits  the  amount 
of  insurance  proceeds  which  shall  be  exempt  by  a  stated  sum. 
Thirteen  limit  it  by  the  amounts  of  premiums,  and  these  States 
provide  that  so  much  insurance  as  an  annual  premium  of  from 
$150  to  $750  will  purchase  shall  be  exempt.  At  least  one  State 
exempts  proceeds  of  endowment  or  insurance  policies  payable 
to  the  insured  if  the  income  does  not  exceed  $100  per  month. 

A  brief  statement  of  the  statutory  exemptions  in  various 
States  is  attached  hereto. 

While  the  Federal  Bankruptcy  Act  controls  in  a  measure  the 
exemptions  of  insurance  proceeds,  it  is  necessary  in  each  case 
to  examine  the  State  exemption  statutes  and  at  times  the  de- 
cisions of  the  courts  of  the  State  of  domicile  of  the  insured  before 
the  rights  of  the  trustee  in  bankruptcy  or  of  creditors  can  be 
determined. 

There  is  such  a  variety  of  statutes  that  it  is  difficult  to  state 
any  general  rules  to  govern  the  cases,  but  I  think  it  may  be 
safely  said  that  the  right  to  change  beneficiaries  reserved  to  the 
insured  subjects  the  insurance  to  the  claims  of  the  trustee  in 
bankruptcy  except  in  a  few  States  where  the  statute  has  been' 
framed  recently  with  the  manifest  intent  to  prevent  the  defeat 
of  the  exemption  when  the  right  to  change  beneficiaries  is 
reserved. 

Substantially  all  the  States  grant  exemptions  of  life  insur- 
ance proceeds  to  a  greater  or  lesser  amount  for  the  benefit  of 
wife  and  children.  Beyond  this  there  is  little  uniformity  in  the 
persons  for  whose  benefit  the  exemption  is  granted. 

The  basis  by  which  the  extent,  of  the  exemption  is  measured 
is  not  uniform.  More  of  the  States  that  limit  the  amount  of 
exemption  than  otherwise  adopt  the  amount  of  annual  premium 
paid  as  the  measure  by  which  to  determine  the  amount  of 
proceeds  exempt.  There  is  no  uniformity  in  what  happens  if 
more  than  the  stipulated  premium  is  paid. 

There  is  such  a  lack  of  uniformity  in  the  statutes  relating  to 
this  subject  and  in  the  construction  placed  by  the  courts  in  the 
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various  States  upon  such  statutes,  some  of  which  would  not  be 
suspected  from  a  reading  of  the  statutes,  that  a  movement  to 
make  uniform  the  law  with  relation  to  the  exemption  of  insur- 
ance proceeds  might  be  wise  in  the  interest  not  only  of  the  in- 
surance companies,  but  of  the  business  public  as  well. 

The  tendency  of  recent  legislation  is  to  enlarge  and  extend 
the  exemption  of  life  insurance  proceeds  both  in  amount  and  in 
the  persons  for  whose  benefit  the  exemption  shall  exist. 

I  suggest  that  it  would  be  to  the  advantage  of  insurance 
companies  and  business  interests  generally  if  the  basis  on  which 
life  insurance  proceeds  are  to  be  made  exempt,  the  basis  for 
determining  the  amount  of  exemption  and  rights  of  creditors 
when  the  proceeds  exceed  the  exemption,  and  the  effect  of  a 
reservation  to  the  insured  of  the  right  to  change  beneficiary 
were  uniform  in  the  various  States.  The  amount  of  the  exemp- 
tion probably  cannot  be  made  uniform  and  perhaps  ought  not 
to  be  under  existing  conditions  and  distribution  of  wealth. 

EXEMPTION  OF  INSURANCE  PROCEEDS. 
The  statutes  of  the  States  named  provide  for  the  following 
exemptions  of  life  insiu-ance  proceeds. 

Alabama. 

Insurance  for  wife  and  children  from  all  liabilities  of  in- 
sured if  annual  premium  does  not  exceed  $750.  If  premium 
exceeds  $750,  insurance  to  extent  which  an  annual  premium  of 
$750  would  purchase  as  an  Ordinary  life  policy  in  a  standard 
Hfe  company.    (Code  1907,  Vol.  II,  Sec.  4502.) 

Under  this  statute  it  is  held  that  the  exemption  is  not 
affected  by  the  reservation  of  the  right  to  change  beneficiaries. 
(Young  vs.  Thomason,  60  So.  272.) 

Arizona. 

All  proceeds  payable  to  wife  or  child  not  exceeding  $10,000. 
(Revised  Statutes  1913,  Sec.  3302.) 

California. 

All  proceeds,  if  annual  premiums  do  not  exceed  $500.  If 
they  exceed  that  sum,  a  like  exemption  shall  exist  which  shall 
bear  the  same  proportion  to  the  proceeds  accruing  or  growing 
out  of  such  insurance  that  $500  bears  to  whole  annual  pre- 
mium paid.    (Code  Civil  Procedure,  Sec.  690.) 

Connecticut. 

All  for  benefit  of  married  woman  and  her  or  husband's 
children,  if  annual  premium  does  not  exceed  $300.  Excess  of 
premiums  with  interest  inures  to  benefit  of  creditors  of  person 
paying  premiums.    (General  Statutes  1902,  Sec.  4548.) 
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District  of  Columbia. 
All  insurance  for  benefit  of  wife,  children  or  dependent 
relative,  or  designated  creditor.    (Insurance  Laws  1907,  Sees. 
1161  and  1162.) 

Georgia. 

All  exempt  to  designated  beneficiary.  (Parks  Annotated 
Code,  1914,  Vol.  II,  Sec.  2498.) 

Idaho. 

All  proceeds  to  amount  represented  by  annual  premium 
not  exceeding  $250.    (Revised  Code  1908,  Vol.  II,  Sec.  4480.) 

Illinois. 

Proceeds  payable  to  wife,  but,  if  premium  paid  with  intent 
to  defraud  creditors,  an  amount  equal  to  premium  so  paid  with 
interest  thereon  shall  inure  to  benefit  of  said  creditors,  subject, 
however,  to  the  statute  of  limitations.  (111.  Statutes  Annotated 
1913,  Vol.  IV,  Sec.  6480.) 

Indiana. 

All  proceeds  from  liabilities  of  insured  and  of  beneficiary. 
(Burn's  Annotated  Statutes,  Sec.  4761.) 

Iowa. 

Proceeds  of  insurance  exempt  for  benefit  of  spouse  and 
children  of  assured;  proceeds  of  Endowment  payable  to  assured 
exempt  from  his  debts.  The  avails  of  all  policies  of  life  and 
accident  insurance  to  an  amount  not  exceeding  $5,000,  payable 
to  surviving  widow,  exempt  from  her  debts  contracted  prior  to 
death  of  assured.  (la.  Ins.  Laws.  1915,  Sec.  1805,  p.  145; 
Sec.  3313,  p.  213.) 

Kansas. 

Proceeds  and  reserves  payable  to  beneficiary  having  an  in- 
surable interest  exempt  from  debts  of  assured  and  of  beneficiary. 
(General  Statutes  1915,  Sec.  5237.) 

Kentucky. 

Entire  proceeds  payable  to  any  married  woman  or  to  other 
beneficiary  having  an  insurable  interest  other  than  the  insured 
is  exempt  from  claims  of  creditors  and  representatives  of  in- 
sured, but  premiums  paid  with  intent  to  defraud  creditors,  with 
interest  thereon,  inure  to  benefit  of  creditors  but  subject  to  the 
statutes  of  limitations.    (Ky.  Statutes  1915,  Sees.  645  and  655.) 

Louisiana. 

All  proceeds  of  life,  health  and  accident  insurance  except 
debts  secured  by  policy.  (Marr's  Annotated  Revised  Statutes 
1915,  Sec.  1337.) 

Maine. 

Proceeds  of  life  and  accident  policies  the^  annual  cash  pre- 
mium on  each  of  which  does  not  exceed  $150,  but  creditors  have 


a  lien  on  policies  for  such  premiums  in  excess  of  $150  paid 
within  two  years.  (Revised  Statutes  of  Maine,  1916;  Sec.  143, 
Page  886.) 

Maryland. 

Entire  proceeds  for  benefit  of  wife,  children,  dependent 
relative,  or  designated  creditor.  (Ins.  Laws  1916,  Page  55, 
Section  158;  Page  152,  Sees.  8  and  9.) 

Massachusetts. 
Entire  proceeds  to  any  person  other  than  insured  having  an 
insurable  interest  therein — lawful  beneficiary  thereof — except  ^ 
the  insured  or  his  legal  representatives;  but,  subject  to  the 
statute  of  limitations,  the  amount  of  any  premiums  paid  in 
fraud  of  creditors,  with  interest  thereon,  inures  to  the  benefit 
of  such  creditors  from  such  proceeds,/  if  notice  thereof  be  given 
company  before  payment.  (Ins.  Law  of  1915,  Page  101,  Sec. 
73.) 

Michigan. 

Entire  proceeds  for  benefit  of  wife,  children,  or  married  , 
women  named  beneficiaries,  but  exemption  does  not  apply  where 
annual  premium  exceeds  $300.    (Ins.  Law  of  1917,  Page  88, 
Sees.  24  and  25. 

Minnesota. 

Entire  proceeds  payable  for  the  benefit  of  the  wife  of  the 
insured  or  to  other  beneficiary,  even  though  the  right  to  change 
beneficiary  is  reserved  in  the  contract,  but  premiums  paid  for 
such  insurance  in  fraud  of  creditors,  with  interest  thereon,  inure 
to  the  benefit  of  such  creditors  from  the  insurance  proceeds,  if 
com.pany  specifically  "notified  thereof  in  writing  before  pay- 
ment.  (General  Statutes  1913,  Sees.  3465  and  3466.) 

Mississippi. 

All  proceeds  not  exceeding  $10,000  payable  to  beneficiary 
named.  Proceeds  not  exceeding  $3,000  payable  to  personal 
representatives  inure  to  heirs  or  legatees,  free  from  liabilities, 
except  for  premiums  paid  on  the  policy  by  one  other  than  in- 
sured, debts  due  for  expenses  of  last  illness,  and  for  burial,  but 
insurance  for  the  benefit  of  heirs  or  legatees  collected  by  them 
shall  be  deducted  from  such  $3,000  and  the  excess  only  is  ex- 
empt.   (Code  1906,  Sees.  2140  and  2141.) 

Missouri. 

Proceeds  of  insurance  obtained  by  married  woman  on  life  of 
her  husband  for  her  benefit,  and  proceeds  of  insurance  procured 
by  unmarried  woman  on  life  of  her  father  or  brother  for  her 
benefit  is  exempt  from  creditors  of  insured  if  premium  paid  by 
beneficiary.  Entire  proceeds  of  policy  for  benefit  of  married 
woman  procured  by  husband,  exempt  from  claims  of  creditors 
or  representatives  of  husband  when  the  premiums  paid  in  any 
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one  year  from  husband's  property  shall  not  exceed  $500.  Such 
exemptions  shall  not  apply  to  so  much  of  said  premiums  so  paid 
as  shall  be  in  excess  of  $500,  but  such  excess  shall  inure  to  the 
benefit  of  his  creditors.  (Ins.  Laws  1918,  Pages  31  and  32, 
Sees.  6941-6944.) 

Montana. 

Entire  proceeds  if  annual  premium  does  not  exceed  $500. 
(Revised  Code  1907,  Volume  II,  Page  173,  Sec.  6824.) 

Nebraska. 

When  the  person  entitled  thereto  is  not  the  executor  or 
administrator  of  the  insured  or  of  the  beneficiary  and  annual 
premiums  do  not  exceed  $500,  entire  proceeds.  All  money 
accruing  from  premiums  in  excess  of  $500  inures  to  benefit  of 
creditors  of  person  paying  same,  whether  insured  or  beneficiary. 
(Ins.  Laws  1913,  Page  41,  Sec.  3274.) 

Nevada. 

AU  benefits  under  contract  issued  by  any  corporation  doing 
business  under  the  Nevada  Insurance  Act  exempt  from  debts 
and  liabilities  of  contract-holder  and  designated -beneficiary. 
(Revised  Laws  Nev.  1912,  Volume  I,  Sec.  1318.) 

New  Hamfshire. 
Entire  proceeds  exempt  from  claims  of  creditors  and  repre- 
sentatives of  insured  if  beneficiary  other  than  himself.  (Ins. 
Laws  1914,  Sec.  1  and  2.) 

New  Jersey. 

Entire  proceeds  exempt  to  beneficiary  other  than  person 
effecting  insurance,  but,  subject  to  statute  of  hmitations,  the 
amount  of  premiums  paid  in  fraud  of  creditors,  with  interest, 
inures  to  their  benefit  from  proceeds  of  the  policy,  if  written 
notice  of  claim  for  premiums  paid  in  fraud  of  creditors  is  given 
conjpany  before  payment.  (Ins.  Laws  1916,  Page  27,  Sees. 
38  and  39.) 

New  Mexico. 

All  proceeds  exempt  from  debts  of  insured  except  by  special 
contract  in  writing.    (N.  M.  Statutes  1915,  Sec.  2316.) 

New  York. 

Proceeds  of  insurance  for  benefit  of  wife,  purchased  with 
annual  premium  of  not  to  exceed  $500  of  husband's  property, 
exempt  to  wife.  Proceeds  purchased  with  excess  of  $500  is 
primarily  Hable  for  husband's  debts.  (Domestic  Relations  Law, 
Sec.  52.) 

North  Carolina. 
Entire  proceeds  exempt  to  beneficiary  other  than  insured  or 
person  effecting  same.   (Ins.  Laws  1915,  Sees.  4771  and  4772.) 
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North  Dakota. 

The  avails  of  life  insurance  on  the  death  of  the  insured  are 
exempt  from  decedent's  debts.  The  surrender  value  of  any 
policy  of  life  insurance  which  on  death  of  insured  would  be 
payable  to  the  wife,  children,  or  any  dependent  relative,  is 
exempt  from  the  claims  of  creditors,  and  no  such  policy  and  no 
property  right  therein  shall  under  any  circumstances  be  subject 
to  seizure  under  any  process  of  any  court.  (Compiled  Laws  of 
1913,  Sec.  8719;  Ins.  Laws  1915,  Page  173,  Sec.  248.) 

Ohio. 

Entire  proceeds  for  benefit  of  wife,  children,  dependent 
relative,  or  creditor  of  insured,  held  subject  to  a  change  of 
beneficiary  if  desired,  is  exempt  to  such  beneficiaries  from 
creditors  of  insured,  but  premiums  paid  in  fraud  of  creditors, 
with  interest  thereon,  inure  to  benefit  of  creditors  from  proceeds 
of  policy.  (General  Code,  Sees.  .9394  and  9395,  as  amended 
in  1913.) 

Oklahoma. 

Entire  proceeds  for  benefit  of  person  other  than  one  effecting 
insurance;  but,  subject  to  statute  of  limitations,  the  amount  of 
premiums  paid  in  fraud  of  creditors,  with  interest,  shall  inure 
to  benefit  of  creditors,  from  proceeds  of  policy,  if  written  notice 
of  claim  therefor  is  given  company  before  payment.  (Ins.  Laws 
1916,  Sees.  3465  and  3466.) 

Oregon. 

Entire  proceeds  payable  to  person  other  than  the  one 
effecting  insurance  or  his  executors  or  administrators.  Under 
policy  so  payable  cash  surrender  value  available  to  insured  is 
exempt,  but  subject  to  statute  of  limitations  premiums  paid  in 
fraud  of  creditors,  with  interest  thereon,  inure  to  their  benefit 
from  proceeds  of  policy  if  notice  in  writing  of  such  claim  be 
given  company  before  payment  of  policy.  (Ins.  Laws  1917, 
Page  67,  Sec.  24. 

Pennsylvania. 
Entire  proceeds  of  insurance  or  annuities  for  benefit  of  wife, 
children  or  other  dependent  relative  is  exempt  from  all  claims  of 
creditors  of  insured,  notwithstanding  the  right  to  change  the 
beneficiary  named  has  been  reserved  by  insured  or  is  permitted 
by  insurer,  and  proceeds  of  insurance  or  annuity  issued  to 
a  solvent  citizen  of  State,  whereof  insured  or  purchaser  of 
annuity  shall  be  beneficiary  or  annuitant,  not  exceeding  in 
income  or  return  therefrom  $100  per  month,  is  exempt  from  his 
creditors.    (Ins.  Laws  1917,  Page  110,  Sees.  1  and  1.) 

Rhode  Island.  ^ 
Entire  proceeds  exempt  if  for  benefit  of  wife,  minor  children 
or  dependent  relative.   (Ins.  Laws  1914,  Page  60,  Sec.  8.) 


South  Carolina. 

All  proceeds  of  insurance  on  life  of  husband  for  benefit  of  a 
married  woman  or  her  or  her  husband's  children  is  exempt  from 
claims  of  his  creditors  if  premium  paid  in  any  one  year  out  of 
his  funds  shall  not  exceed  $500.  Premiums  paid  in  excess  of 
$500,  with  interest,  shall  inure  to  the  benefit  of  creditors  if  same 
necessary  for  their  payment.    (Code  1912,  Sec.  2721.) 

South  Dakota. 

Insurance  proceeds  to  the  extent  of  $5,000  for  benefit  of 
husband  or  wife  and  children  and  proceeds  of  an  Endowment 
policy  payable  to  the  assured  on  attaining  a  certain  age  to  the 
amount  of  $5,000  exempt  from  claims  of  creditors  of  insured. 
(Ins.  Laws  1917,  Page  75,  Sec.  728.)' 

TENNESSEE. 

Insurance  effected  on  a  husband  is  exempt  from  his  debts 
and  inures  to  benefit  of  widow  and  next  of  kin  whether  payable 
to  them  by  name  or  to  his  estate.    (Ins.  Laws  1907,  Page  130.) 

Utah. 

All  proceeds  exempt  if  annual  premiums  do  not  exceed  $500. 
(Compiled  Laws  of  1907,  Sec.  3245.) 

Vermont. 

Proceeds  of  insurance  on  life  of  husband  effected  by  wife  for 
her  benefit  exempt  if  annual  premium  does  not  exceed  $300. 
If  effected  by  husband  for  her  benefit,  entire  proceeds  probably 
exempt.  Insurance  effected  by  woman  for  her  benefit  on 
father  or  brother  exempt.  Proceeds  of  policy  payable  to  a 
person  other  than  the  one  effecting  the  insurance  exempt  from 
claims  of  creditors  and  representatives  of  the  person  so  effecting 
the  insurance.   (General  Statutes,  Sees.  3531,  3534  and  5578.) 

Washington. 

Entire  proceeds  exempt.  (Remington's  1915  Code  and 
Statutes,  Sec.  569.) 

West  Virginia. 
Entire  proceeds  for  benefit  of  wife  or  children  exempt  if 
annual  premium  does  not  exceed  $150.    (Ins.  Laws  1913, 
Page  36,  Sec.  5.) 

Wisconsin. 

All  proceeds  for  benefit  of  married  woman  exempt,  but,  if 
annual  premium  on  such  policy  exceeds  $150  and  is  paid  with 
intent  to  defraud  creditors,  an  amount  equal  to  premium  so 
paid  in  excess  of  said  sum,  with  interest,  inures  to  benefit  of 
such  creditors,  subject  to  the  statute  of  limitations.  (Wis. 
Statutes  1917,  Sec.  2347.) 
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